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The paper investigates the change in strategy of the Benetton Group, since the mid nineties, 
in face of the severe intensive competition in the international fashion market. New 
competitors, in particular the European brands Zara, Mango and H&M, have challenged the 
Benetton position in the Italian and the European clothing market and have pushed the 
Group towards cost reduction through globalization of his suppliers. 
Benetton is a vertically integrated producer that controls (in different ways) the whole value 
chain from textile raw materials to the sales to the consumers. Till 2000 Benetton made part 
of its production in its own factories and through a wide network of domestic sub-
contractors, mainly specialized in sewing. Now Benetton has drastically moved to a new 
strategy, abandoning Italy and organizing production around a dual supply chain: close 
locations (East Europe and North Africa) for quick production and far away locations 
(Asia) for more standardised products. The paper discusses also the  redefinition of 
competences for the Treviso clothing district, where Benetton traditional sub-contractors 
have been in few years, drastically curtailed. Benetton restructuring marks the transition to 
a new network of competences between agents in the district. 
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A Global Network and its Local Ties. Restructuring of the Benetton Group
1.  
 
1.  Introduction 
 
   Since the 90s, the European clothing market has experienced a massive 
process of restructuring. There are several causes: from the modest growth of 
consumption caused by the stagnating income of Western countries in most 
recent years, to the appreciation of the Euro over the Dollar that refrained 
European exports and to the strong competition coming from low wage 
countries, particularly China after the abolition of clothing quotas (Adam 1971; 
Finger 1976-1977; Baden 2000; Graziani 2001). The consequences for the 
richer European countries have been a growing import of garments and the 
loss of hundreds of thousands of jobs in the domestic textile and clothing 
industry. Italy, as the only exception in the EU-15 countries, maintains a 
clothing trade surplus that is however diminishing with the time. In fact, 
between 1995 and 2007, the normalized Italian balance of clothing trade fell 
from 50% to 17% and during the same period the imports from China, as a 
share of total Italian imports, arose from 11% to 25%. 
   In these last few years, the clothing market overall has appeared stagnant, but 
the companies who have adopted strategies based on quick response have 
grown faster than others have (Ciappei e Sani 2006:55). These companies have 
increased the variety of products that can be brought to the market in a short 
time. The fashion market is volatile and risky and consumers are incessantly 
stimulated to renew their purchases through a rich offer of new products. The 
successful marketer on the one hand needs to meet the variable fashion 
demand of the customer but on the other hand requires to build a network of 
fast and reliable suppliers (Gereffi 2005).  
Fast fashion and  production flexibility contrast  with the  necessity, especially 
for firms that are in the low or medium-end market, to produce at competitive 
prices. It is possible to reduce costs of production by sourcing to countries 
with lower wages, but importing from distant countries increases the time it 
takes to have the garments on the market and makes production less flexible. 
Consequently, the governance of the supply chain is now much more complex 
as it requires more efforts on design (to create a greater number of new 
products) and on controlling and managing distant suppliers (Abecassis-
Moedas 2006). 
   Benetton is one of the largest European garment producers and its core 
business consists of designing, producing and selling garments for men, 
women and children in wool and cotton. Its clothing production is marketed 
under several brands: “United Colors of Benetton”, the flagship brand mainly 
for men and children, and Silsey, the fashion-oriented brand for women, 
represent respectively 77% and 18% of the total sales. Other minor brands, 
                                                 
1 We wish to thank Pietro Arnaboldi,  Mara Di Giorgio, Giuliano Franco, Diego Favaro,  
Lorenzo Zago of the Benetton Group staff and Tiziana Crosato and Sergio Spiller, of the 
Trade Unions, who provided us with the necessary information. We also thank participants 
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Italy where a preliminary version of this paper has been discussed.   2
“The Hip Side” for trendy, “Play Life and Killer Loop” for the leisurewear, 
cover the remaining 5%.  
    Benetton, with Zara, is considered an exception in a context of large 
international brands mainly owned by pure retailers, such as Gap, H&M and 
Mango, that do not own factories, but keep market relations with large 
independent suppliers (Tokatly 2008:23). Benetton is still renowned in the 
international literature to be a firm that manufactures the majority of its 
products in Italy (Berger 2005; Dicken 2006; Tokatly 2008). If this was true in 
the past, today it is no more. In the last five years, Benetton has quickly 
increased the process of production relocation abroad and at present only 20% 
of its products is manufactured in Italy, and it is foreseen that this percentage 
will halve in the next few years. The majority of the production is made in 
North Africa and in East Europe, but the recourse to the Asian producers, that 
did not appear in Benetton’s suppliers list until 2003, is greatly increasing. 
     Parallel to this, the production planning has deeply changed. Up to 2003, 
production was entirely based on two seasonal collections and 80% of the 
orders from the retailers were received before the beginning of the selling 
season. The remaining 20% were mainly reorders and, only in small amount, 
orders of new products designed during the selling season.  Today the number 
of collections has increased and the amount of orders received before the 
selling season has greatly decreased. 
   In the contest of broadening production variety, the increasing of foreign 
supplying, in particular from Asia, has deepened Benetton’s logistic problems. 
Furthermore, the newly adopted strategies have had tangible consequences on 
the garment district of Treviso that in the last few years has greatly downsized.  
 
2. The roots of success: the period 1960-1970 
 
   The firm Benetton was founded in 1965 at Ponzano Veneto, a small town 
near Treviso, by four brothers’ initiative. In the beginning, Benetton was only a 
small company that was producing sweaters for local independent retailers. 
The keys to the success consisted in some innovations related to the product 
and its distribution and to an efficient production organization based on the 
work of a large network of small local subcontractors specialized in knitting, 
cutting and sewing garments. Right from the beginning, Benetton offered a 
new product characterized by bright colours and targeted to young people. The 
fully fashion knitwear was made on cotton looms and it was strictly in plain 
colour
2. In this way it is possible to knit plain wool into sweaters and postpone 
dyeing the entire stock just before going to the market, according to the latest 
fashion trends. Retailers could order plain sweaters in advance and specify the 
colour  during the selling season
3. Together with the advantage of a rapid 
                                                 
2 Carpi district, which had the Italian knitwear’s leadership at that time, was instead 
specialized in a production of  cut and sew knitwear  with a very wide offer of models. So 
Benetton, differently from Carpi,  offered a limited number of models, using  the  colours 
as strategy to differentiate its products  (Brusco e Crestanello 1995).  
3 Gaeta in the introduction of Nardin’s book (1987:8) defined the Benetton’s organization 
as  Fordist and the Ford’s expression: “any customer can have a car painted any colour that 
he wants so long as it is black” could have been adapted in Benetton’s case to: ”any sweater  
he wants  so long as  it is basic and  fully coloured”.    3
response to the fashion market, the dyeing postponement process allowed a 
drastic reduction of costs due to less expensive inventories and to a smaller 
unsold stock. This process was made possible thanks to an advanced dyeing 
process set up by Benetton, able to offer an wide number of colours and the 
guarantee that garments did not lose their colours when washed. Benetton 
internalized the dyeing process to take advantage fully of its dyeing know how 
(Dapiran, 1992).   
    Shortly  after  the  production  of  knitwear, followed the production of 
shirts and jeans. In the beginning Benetton sold them under different brands 
(Tomato, Jeans West, etc.) because the quality of these new products was not 
yet comparable to the one obtained for the sweaters and there was a fear that it 
might  damage the reputation that the firm had achieved as a knitwear 
producer.  
It is estimated that in the second part of the seventies around 60-70% of the 
overall Benetton production was made by a hundred of subcontractors located 
mainly in Treviso and in the surrounding provinces of Veneto (Nardin 1987; 
Benetton and Lee 1990). The activities such as design, quality control and the 
manufacturing stages which required greater investments (such as knitting, 
cutting and dyeing), were instead undertaken in the two factories of Villorba 
and Monzambano which employed about 1000 workers.  
From the very beginning, a tight control was imposed on subcontractors, to 
whom raw materials and precise technical details to make the garment were 
sent.  The price paid by Benetton to its subcontractors was generally lower 
than the one paid by other firms, and it was updated yearly according to the 
rate of inflation. Lower prices, however, were compensated by the certainty 
and punctuality of payments, by long production runs  (which could surpass 10 
thousand items per model which was large for the market of the time) and by 
the guarantee of continuous orders that permitted the subcontractors to work 
at full production capacity  (Brusco and Crestanello 1995; Crestanello 1996).  
    Parallel to the productive developments, Benetton carried out another 
revolution: it was the first Italian firm to apply a quasi-franchising system to 
retailing. This system permitted a fast growth of sales thanks to the fact that 
there was no need to have great financial resources to open new stores. That 
was good for Benetton that at the beginning of its success lacked the necessary 
capital. 
The first Benetton’s shop opened in Belluno in 1966 and in just few years 
Benetton’s stores covered all Italian’s provinces. In the beginning of the 70s, 
there were about 500 stores under different Benetton’s brands (as well as 
Benetton, also Tomato, My Market and Merceria). The relationships with the 
retailers were similar but not equal to those of the franchising contract. In fact, 
there was not a written contract and royalties were not requested. On the other 
hand Benetton did not guarantee the retailers an exclusivity of territory, did not 
repurchase the unsold products and imposed the retail prices (Favero 2005:79). 
The shops, generally of small size constituted an innovation in the Italian 
market because they offered, at good price, good quality and highly fashionable 
sweaters which were displayed in a way so that customers were able to pick 
them up from the shelves, touch and try them. Even if the retailers worked 
with a limited mark-up, the selling activity was profitable as it guaranteed a   4
high turnover per square meter and per worked hour
4. The growth of Benetton 
depended more and more on the capacity to increase the number of stores 
under its own brands involving in the business some of its agents who became 
owners of many stores.  
In those years, Benetton contributed to the creation of the casual style, 
targeted at the beginning for young people, but shortly after spread to other 
age groups. In the beginning almost all Benetton production was sold on the 
domestic market and exports became significant toward the end of the 70s 
with stores opened in France, Germany, United Kingdom, Holland and 
Belgium (Benetton Group Annual Report, 1990:112). Between 1973 and 1979, 
the Benetton’s sales  increased from 31 to 287 million Euros (Benetton and 
Lee 1990: 104). 
 In the seventies, thanks to Benetton and to other firms that followed the 
trail of its success, Italy became the major producer of knitwear in Europe. 
Another important producer of Treviso, Stefanel, in those years experienced a 
market success following the same Benetton’s business model (coloured 
sweaters sold in franchising) and becoming very soon one of its main 
competitors.  
 
3. The period 1980-1990: growth by vertical and horizontal integration 
 
The 80s saw a passage from a family-owned company to a managerial one 
with the recruitment of a manager from outside the Ponzano factory
5. The 
firm was quoted in Milano’s stock’s exchange in 1985 and later in the New 
York stock’s exchange (from whose quotation it was withdrawn in 2007). In 
those years, an important role was played by the promotional campaigns 
carried out in collaboration with Oliviero Toscani who strengthened Benetton 
image, building an identity brand that was missing until then. The name 
“United Colors of Benetton” became the flagship brand of the Benetton 
Group. 
Benetton grew through a strategy of vertical and horizontal integration. At 
the end of the 70s Benetton’s organization could be defined as “quasi-vertical-
integration” (Blois 1972) as the company controlled the whole value chain, 
even if various activities were not organized through an exclusive hierarchical 
control. In fact Benetton represented the main, if not the only, client of its 
subcontractors and could decide the price paid and the general terms of supply 
(Belussi  and Festa 1990). As in the case of the franchisees, there was no a 
written contract and the orders were tacitly replaced at every season. Benetton 
established with its subcontractors long-term relationships based on 
cooperation and trust. Although there was an evident asymmetry in the 
negotiation power (subcontractors employed an average of 15-20 workers), 
Benetton, thanks to the constant growth of sales, was able to renew and 
increase the orders at every season, favouring the subcontractors who updated 
                                                 
4 The mark up of Benetton’s stores was 70% against an average of 100% applied by the 
other stores.  
5 In 1981,  Aldo Palmeri, a Bank of Italy officer, became CEO of Benetton. Two years 
later, Giovanni Cantagalli,  another manager coming  from an American multinational 
company,  was recruited in charge of  personnel and  shortly  a team  of managers  was 
created  to reorganize the  Benetton’s family-owned company.     5
their equipment. Benetton used to advise its subcontractors about new 
machines that were most profitable and provided to some of them financial 
assistance through its leasing and factoring company.  
    It was at the end of the 80s that Benetton started the process of entering 
directly into the upstream stages of the clothing value chain
6. It acquired 
important textile and knitting factories through the affiliated company 
Olimpias  that today owns, in several Italian provinces, ten plants supplying the 
majority of the raw materials necessary to the Group’s clothing division. The 
control of the entire value chain was then completed: from retailing to clothing 
and textile manufacturing, to which also the wool production was added later. 
In 1991 in fact, the Benetton family acquired the company Tierras Del Sur 
Argentino, becoming the owner of 900 thousand hectares of breeding area for 
sheeps, for a total production of over 6 million kilos of wool
7.  
   The process of horizontal integration was also achieved. The strategy of 
total look was completed with the introduction of products such as shoes, 
spectacles, perfumes, watches and, most recently, jewellery. This strategy was 
carried out both through acquisitions, as in the case of “Calzaturificio di 
Varese” in 1988, and through production licences as in the case of perfumes, 
spectacles and watches. In 1989 it was decided to enter into the sporting good 
sector with the acquisition (near Treviso) of Nordica, an important producer of 
boots, skis, skates, skateboard and tennis rackets. The new business was not 
successful and it was sold in 2003. 
   Until the 80s all the Benetton products were made in Italy. The beginning 
of Benetton’s foreign production can be traced back to 1982 with factories 
established in France, Scotland and United States. The US factory was linked 
to a failed attempt to enter in the North American market (Nardin 1987:46). In 
the beginning of the 90s, the factories in Scotland and in the United States 
closed and two new plants opened in Spain and Portugal. The share of the 
foreign production rose to 20%, a limited percentage if compared to that of 
other large Italian clothing brands. During the 90s, in consequence of the 
growth of sales the number of Benetton’s Italian subcontractors increased and 
reached its maximum of 866 units in 2000. Therefore, in that period 
production remained mainly in Italy and the strategy of producing abroad, 
rather than for reducing costs, was driven by the desire to move production 
closer to the consumption market avoiding the currency exchange risk.  
   Starting from the second half of the 90s, Benetton faced an increase in 
competition, in particular from Zara, H&M and Mango, whose products had 
generally lower prices
8. The yarn and fabrics produced by Olimpias became 
expensive compared to the ones sold in the market. Furthermore, the export 
advantages due to the weak Lira exchange ended in 1995 with the decision of 
Italy to peg the Lira rate of exchange in order to enter the European Monetary 
                                                 
6 In 1987 Benetton tried unsuccessfully to acquire Lanerossi, a large Italian  textile 
company,   which was its main supplier of carded yarn. The bidding winner was Marzotto 
that, after this acquisition, became  the largest  textile  company in Italy.     
7 < benetton.linefeed.org/archives/000058.html> 
8 Zara is a  vertical integrated firm both upstream,  with  factories located in Galicia, and 
downstream, with a large network of mono-brand stores. All the outlets transmit to the  
headquarters a continuous  flow of information on their sell-out, allowing in this way a 
quick   production  response  to the market’s requests.   6
Union two years later. The fixed exchange rate made impossible to Italian 
companies to transfer the increase of production costs on higher export prices 
and the progressive opening of the Eastern European markets to foreign 
investments induced Benetton to follow the strategy, already adopted by other 
Italian firms, to delocalize production first in Hungary, then in Rumania and 
Croatia
9. Also Tunisia was interested by this process, mostly for cotton 
sweaters and jeans, in which this country is specialized. The manufacturing 
factories in France, Spain and Portugal lost their importance little by little and 
stopped their activity. 
 
4. The last decade: change of the collections time-table and productive 
internationalization 
 
At the beginning of 2000, Benetton speeded up the process of changing the 
production organization, in consequence of the strong competition mainly 
coming from Zara, H&M and Mango, which are the main foreign brands to 
have their own stores in Italy.  
The process of restructuring was extremely fast: in 2003, 48% of the 
volume of production was still manufactured abroad and 62% in Italy. 
Production abroad increased in just one year, between 2004 and 2005, by 13 
million items and the employment in Benetton’s Italian subcontracting firms 
shrank, from 2003 to 2005, by 3100 workers
10. This great shift was due to the 
decision taken in 2004 to move production to China. The recourse to Asian 
suppliers with a large autonomy in managing a broader range of manufacturing 
functions, including the sourcing of inputs and sometimes logistics, is 
described as “full package production”. Benetton provides the design, often a 
simple sketch, and buys the final product that is delivered to its warehouse and 
then distributed to the stores. In 2007, Benetton’s full package production 
represented, in terms of volume, 37.6% of the total
11 and the increasing 
importance of this form of sourcing has made Benetton much more similar to 
the large clothing international retailers (e.g. H&M, The Gap, Marks&Spencer) 
than to a clothing manufacturer.  
   In  2005  Benetton’s  organization shifted from a system based on 
productive units referring to the different product categories (such as wool, 
cotton, etc.), to a structure based on the different activities (such as design, 
quality control, marketing etc); a move that underlines the change in the 
governance of the value chain (Annual Report 2006:24; Camuffo, Romano and 
Vinelli 2001). Also the structure and the number of collections changed 
radically. Until 2003, the production was based on two seasonal collections 
(Spring/Summer and Autumn/Winter) that were designed much in advance of 
the selling season and 80% of the production was decided on the basis of 
orders collected before the season by Benetton’s agents. The remaining 20% 
                                                 
9 According to Benetton in that period “the increase of Ebitda margins came from a 
significant reduction of industrial costs due to the production delocalization to East Europe” 
(Benetton, 2003) 
10 The  loss of jobs  was the result both of the closing of firms and the reduction of 
employees per firm. Furthermore, several subcontractors stopped working exclusively for 
Benetton and had to diversify their customers’ portfolio to face a situation of  uncertainty. 
11  Nowadays  90% of the Benetton’s full package production comes from Asia.     7
came from reorders. The products designed during the selling seasons 
“flashes” were a very small part of the production and were made just to 
“refresh” the shop windows. This organization did not permit taking advantage 
of the market opportunities, and was not encouraging consumers to pay more 
visits to the shops in search of the last fashion trends
12. Following the success 
of Zara, able to offer constantly updated products in its stores, Benetton 
changed its collections timetable.   
The traditional seasonal collection was split taking the names of 
Contemporary1 and Contemporary2. Each one of these collections has a time-to-
market that varies between 4 and 8 months and is articulated in 4 launches:   
Spring, Summer, Autumn and Winter (Figure 1).  Additionally, during the 
selling season, Benetton introduced three collections: “Trend” a collection more 
sensitive to the fashion tendencies with time-to-market between 1 and 4 
months and the collections “Just in time” and “Continuative items” that use 
standardised raw materials (“Continuative items” is  manufactured on stock) and 
are brought to the market in a very short time (7 days if the products are made 
in Italy and 15 days if imported from abroad). While “Just in time” aims to 
satisfy fashion sensitive consumers, “Continuative items” guarantees that a 
collection’s core products are restored in a very short while
13.   
     The passage from a production planned well in advance to a flexible one, 
with a reduction of the time-to-market and an increase in the number of 
collections, required a new selling organization. The independent retailers, in 
fact, have to bear the risk of  the end of season markdown and they put the 
orders only after having seen the products. There is in fact the need for the 
agents to visit the retailers more than one time a season to show the collections 
and this implies high transactional costs and difficulties in planning   
production. A direct control of the shops, instead, guarantees a better 
coordination of the entire value chain reducing the time needed for the 
independent retailers to decide their purchases. For this reason, Benetton, in 
the last few years, has increased the number of its own stores that now sell 
about a quarter of the value of total sales. Furthermore, in the last two years 
Benetton invested a great deal of resources in retailing activities, opening new 
stores in new markets, giving economic incentives to the franchisees and 
linking the production, logistic and retailing units through a new information 
system, in order to receive information about the sell-out and the retailers can 
have immediate confirmation and guaranteed delivery times for their orders
14. 
                                                 
12 Zara customers pay an average of  17 visits a year to the brand’s shops, against  an 
average of four visits for competitors (Gallaugher, 2008). Furthermore, it’s a strong 
consumption incentive to know  the  product  you  see on the shelves might be no more 
available the day after. 
13 The two collections Contemporary1 and Contemporary2 represent 75% of the annual 
production sold  under the brand United Colors of Benetton. The collections Trend, Just in 
Time and “Continuative items” have instead a greater relevance for the fashion-oriented 
brand Sisley  and they represent 50% of the total production  under this brand.  
14 Starting from 2005 Benetton has renewed its informative system. Furthermore, Benetton 
monitors constantly what is selling and what is not in 500 mono-brand shops, to have a 
better production planning and to keep its inventory low.    8
This shift of focus from production to retail activities confirms the 




Figure 1 – New collections structure   
  Dec Jan  Feb Mar Apr May Jun Jul  Aug Sept  Oct Nov  Dec 
Spring/Summer   
Continuative Items      
Contemporary1 Spring          
Contemporary1 Summer          
Contemporary2 Spring        
Contemporary2 Summer      
Trend       
Just in time       
Autumn/Winter   
Continuative Items     
Contemporary1 Autumn        
Contemporary1 Winter        
Contemporary2 Autumn        
Contemporary2 Winter        
Trend       
Just in time         
Source: Benetton website  
 
5. The present production organization  
 
   In 2007, Benetton produced 145.2 million items (garments and clothing 
accessories, such as footwear, bags, belts, etc.), for a turnover of 1,856 million 
euros (Table.1). Other sales, concerning textile production sold to the 
independent clothing firms, royalties and other minor incomes, led the total 
Benetton’s turnover to a value of 2,085 million Euros
16. About half of the 
Benetton’s production was sold in the Italian market, 36% in other European 
countries, 11% in Asia and a minor part in the Americas. Benetton sold its 
products in 124 countries
17 through 5800 mono-brand stores,  95% of which 
are in franchising.  
                                                 
15 This change was anticipated in 2005 by the CEO Silvano Cassano who explained how  
Benetton was  shifting investments from the manufacturing area to the retailing one   
(Benetton 2005). This strategy was also confirmed recently by a financial analyst: 
“Benetton is implementing new organisational procedures, with a better coordination 
among all the stages of the value chain, without focalising exclusively on the production 
efficiency. The result will lead to improve the variety of the offer and to reduce the lead 
time. Benetton is changing its own organisation with the focus on retailing and not on 
production …” (Benetton 2007). 
16 Olimpias, the Benetton’s textile company, sells 2/3 of its yarn and fabric production to 
the Group’s clothing division and  1/3 to independent firms.  
17 More than 2000 shops are located  in Italy, 2000 in other European countries, 500 in Asia 
and 250 in the Americas.   9
 
Table 1 –Benetton Group turnover (in millions of Euros) 
 2007 2006  2005
Clothing, accessories and footwears  1956.0  1715.1   1579.4
Yarns and fabrics  88.0 85.6 88.6
Royalties 41.0 11.9  15.5
Others  - 98.4 81.6
Total 2085.0 1911.0  1765.1
  Source: Annual report: various years 
 
 Benetton owns only 300 stores that sell a proportionately larger amount of 
overall sale value, about 21%. In order to keep relations with its many 
independent retailers Benetton  maintains a large network of agents (some of 
them own several shops) coordinated by a team of area managers.  
In 2007, the Group employed 8,896 workers of which 7,737 in various 
clothing activities such as textile (17%) and retailing (42%). 3,800 workers, 43% 
of the total, were employed in Treviso headquarters and in ten textile and 
knittig factories located in various  parts of Italy.  
      The production activities are carried out by the Benetton’s affiliate 
Benind, which governs, through its own subsidiaries, factories and logistic 
platforms in Hungary, Croatia, Tunisia, India (Tab. 2), and purchases full 
package products from the Benetton’s Asian suppliers through the Group’s 
trade company Asia Pacific. 
 
Table  2 – Intra-trade between the Benetton’s company Benind and its foreign 













Benetton Hungary* Nagykálló  183.1 74.6 108.6 Garments and footwear 
Benrom Romania * Sibiu    36.8 18.7 18.1  Cotton garments 
Benetton Croatia * Osijek    36.3 14.8 21.5 Wool garments, cotton knitwear, 
dyeing 
Benetton Istria * Labin    62.9 30.9 32.1 Knitwear, wool garments, samples 
(part of) 
Benetton Tunisia* Sahline  139.9 48.6 91.3 Cotton garments, knitwear, dyeing 
Benetton Asia Pacific** Hong  Kong  231.0 - - Cotton garments, knitwear and 
accessories 
Benetton India* Gurgaon  2.3 0.2 - Cotton garments 
Total   692.2 187.7




   The garments manufactured abroad are imported from Benind and then 
sold to Bencom (the commercial division of the Group), which distributes 
them to the stores. In 2007 Benind sold raw materials to its foreign affiliates 
(Benetton India and Asia Pacific excluded) for 188 million Euros and imported 
from all foreign companies finished garments and clothing accessories for 692 
million Euros. In the same year, Benind purchased garments from Italian 
subcontractors and paid dye-work services for a total of 103 millions.    10
In 2007, 32.4% of Benetton’s production, in terms of volume, was   
produced in Asia, 20% in Tunisia and 28.5% in East European countries. Italy 
produced only 10.3% (Table 3). 
 
Figure 2-- Percentage distribution of garments and accessory items produced by Benetton 




















 Table 3 – Number of garments and accessory items produced by Benetton  
           2006            2007  
  Million of items  % Million of items  %
Italy   19.7 14.9 15.0  10.3
Eastern Europe  43.0 32.5 41.4  28.5
Tunisia 26.1 19.7 29.0  20.0
Asia 34.9 26.3 47.1  32.4
Other countries  8.8 6.6 12.7  8.7
Total 132.5 100.0 145.2  100.0
 Source: interviews with Benetton staff 
 
The choice of the outsourcing countries depends on several factors: labour 
cost, economic and fiscal incentives, availability of skilled labour, flexibility and 
time-to-market. Shifting production from Europe to Asia has cut the unit cost 
of production because of the lower cost of labour, the use of cheaper local raw 
materials, and because several Asian countries have their currencies linked to 
the weak dollar
18. The increasing full package imports from Asia have reduced, 
as well, transactional costs simplifying the control of the production value 
chain. From 2003, in spite of the presence of a yearly sale growth of 8-9%, and 
even if a large part of production moved to Asia was to the detriment of East 
European countries, there has been a further reduction in the level of activity 
performed in Italy. This is because the recourse to full package production 
reduces the activities carried out by Italian workers (employed both by 
Benetton and by its subcontractors) such as quality control and logistics that 
were connected to the sourcing of part of the manufacturing production in 
Tunisia and in Eastern Europe. In addition, the amount of raw materials 
produced by the Benetton textile-knitting division and sent to the European 
and Tunisia factories, has declined and this has further reduced the value of 
production made in Italy. 
At present, Benetton’s production is organized according to two supply 
chains (figure 3). The first one uses Italian, European and Tunisian suppliers to 
                                                 
18 According to an interview carried out to a  manager of Benetton,  the production 
delocalised in  India has permitted to reduce the production costs of  20% (see also  Na 
Thalang , 2007).    11
produce fast fashion and more complex products, while the second one 
employs Asian suppliers for more standardized production, made on long runs 
and  planned in advance. The majority of Asian production is imported in 
Treviso where, thanks to a fully robotized warehouse, is efficiently stocked and 






















Source: interviews with Benetton Staff 
 
 
The Italian production 
 
Between 2003 and 2007 the Italian share of Benetton’s production, in terms 
of volume, shifted from 38% (41.3 millions of units) to 10.5% (15 millions of 
units) with a reduction of 26.3 millions items
19 (Table  4).  
 
 
Table  4 –Benetton’s  Italian subcontractors. Number of firms, employees and 
production items  
 years  Production  (millions)  Italian subcontractors   Production    Employees
  total  Italy  firms   employees Italy/total per firm  per firm 
2003 108.7  41.3  525  8249  38.0%  78667  15.7 
2004 109.4  30.6  458  5884  28.0%  66812  12.8 
2005 113.0  20.3  327  5136  18.0%  62080  15.7 
2006 134.0  18.0  351  n.a.  13.4%  51282  n..a. 
2007 145.2  15.0  295  n.a. 10.5%  50847 n.a. 
Source: data supplied by the Trade Unions 
 
                                                 
19 The average value per garment is higher in Italy than in the foreign countries, because of  
the more complex product made by Italian subcontractors.   
PProductive and logistic Units: 
Hungary, Croatia, Tunisia, 
Italy 
Contemporary1, 
Contemporary2, Trend, Just 
in time 
Contemporary1, Contemporary2, 
Trend, Continuative items, Just in 
time 
Logistic Units: India, Thai  
China (Shenzen) 
Warehouse for Europe 
(Castrette-Treviso) 
China Warehouse Shangai   12
   Between 2000 and 2007 the number of Benetton’s Italian subcontractors 
has shrunk from 580 to 295, while the number of employees, between 2003 
(first year for which data are available) and 2005, has declined from 8249 to 
5136. In the last three years, the number of subcontracting firms in Treviso 
diminished from 208 to 116, while their employment in 2005 (last available 
data) was of 2085 units (Table 5). At present 80% of Benetton’s Italian 
subcontractors are located  in Veneto.  
   Between 2003 and 2007 the average dimension of the Benetton’s orders 
per  subcontracting firm fell from 79 thousand to 51 thousand items, a volume 
of production that a subcontractor of average size (15 employees) can deal in 
3-5 months. The majority of the firms, that in the past used to work exclusively 
for Benetton, has now diversified their client’s portfolio. Furthermore, the only 
orders which remain in Italy are products made on small runs and with short 
delivery time. Nowadays, Italian subcontractors have the role to guarantee 
flexibility to the value chain, solving problems that arise in dealing with distant 
sourcing: transport delays, errors in production plans, product faults, etc.. 
In 2006, 37% of Benetton’s Italian suppliers was located in Treviso where it 
represented a share of 30% of the number of the clothing subcontractors with 
an  employment share of  40% in  2004 (last available year). We can estimate 
that in 2006 the number of garments produced in Treviso was about 2 million 
items  (Crestanello, 2008). In the headquarters and in the robotized warehouse 
located in the surroundings of Treviso, Benetton employs 1,800 workers 
involved in design,  marketing and logistic activities.  
 
Tab.5 –  The Benetton’s Italian subcontracting firms and their employees   
  Italy  Veneto region   Province of  Treviso 
  Firms  employees  firms  firms  employees 
2000 768  -  580  283  - 
2003 525  8249  395  208  3147 
2004 458  5884  354  181  2464 
2005 327  5136  272  137  2085 
2006 351  n.a.  276  132  n.a. 
2007 295  n.a.  240  116  n.a. 
Source: Trade Unions 
 
Production in Eastern European countries and in Tunisia 
 
    Benetton  owns  in  Europe  five  logistic-productive platforms: 2 in 
Hungary, 2 in Croatia and 1 in Tunisia. Raw materials are distributed from Italy 
to the local subcontractors mainly specialized in sewing, ironing, wrapping the 
final product that is sent back to Italy ready to be distributed to the shops. In 
Tunisia and in European countries all the production occurs according to an 
outward processing model that uses raw materials sent from the buyer and 
requires a continuous technical assistance to keep up the quality and fulfill the 
delivery times. This is possible thanks to the presence of skilled employees 
placed at the end of the productive lines (Pickles et al. 2006; Crestanello and 
Tattara 200).  In 2007, the five platforms of Benetton employed 1047 workers 
and the relative value chains involved 312 foreign suppliers with 19,500 
workers (Tab. 6). The average size of the foreign firms is three times bigger 
than that of the firms that work for Benetton in Italy and the reduction in   13
number of subcontractors is undoubtedly an element of organizational 
simplification.  
In these countries there are several Italian entrepreneurs who have been 
convinced by the Benetton’s management to transfer abroad their activities, so 
to be able to continue to work for the Group; on the contrary their orders 
would have been interrupted (Crestanello and Tattara 2005).   
  
Tab. 6 - Benetton’s logistic platforms and subcontracting firms in East Europe 







Employees in the 
subcontracting 
firms  
Number of  
employees per firm 
Hungary and Romania     281 126 9200 73.2
Croatia                        375 43 2800 65.1
Tunisia   391 143 7500  52.4
Total 1047 312 19500  62.5
Source: Interviews  
 
East Europe 
 41.4 million garments are produced in the Eastern European countries, 
equal to 28.5% of the whole volume made from Benetton. Production is 
organized  by four logistic-productive platforms. The ones of Nagikallo in 
Hungary and of Sibiu in Romania employ 281 workers and manage a network 
of 126 suppliers localized in several Eastern Europeans countries (Hungary, 
Romania, Poland, Moldavia, Slovakia and Ukraine) for a total of 9,200 
employees. In addition, the Hungarian  plant carries out cutting and printing 
operations. The third and fourth platforms are located in Croatia (Osijek and 
Labin) and make dyeing and knitting,  employing  375 employees. The 
garments production is made by 43 local suppliers with 2,800  employees
20. 
In the last few years, production in Hungary has started to decline 
21, while 
that in Croatia has increased specializing on fast response production. For this 
reason Croatia today has become a formidable competitor for Italian 
subcontractors (Crestanello 2008). 
 
Tunisia  
In Tunisia, the local network of subcontractors, mainly specialized in sewing 
and upstream operations, is managed by the Benetton’s platform of Sahline. 
Here Benetton owns two factories with 391 workers which make cotton fabric, 
knitting, dyeing and special finishing (like printing, stone wash, stone bleach, 
etc). The subcontractors’ network is made of 143 firms employing 7,500   
employees that produce yearly 29 millions of garments,  mainly  knitwear.  
The production in Tunisia has recently increased and 20 million Euros are 
to be invested in a new factory that will produce knitted cotton fabrics. The 
new production, estimated in 3.6 million kilos will serve local subcontractors, 
with a decline in unit cost and increase in efficiency (the network forecasted 
                                                 
20 In 2000 the Osijek factory received 24 large looms from  the  Benetton’s  factory of 
Troyes (France)  which was closing. 
21 The tens of years of fiscal benefits of the Hungarian factory are ending and this, together 
with the abandonment of the sporting goods production  (made in this factory), explain the 
progressive loss of importance of this productive pole.   14
production will increase of 21 million garment units). The present preference 
toward the Tunisian suppliers rather than the Eastern European ones is due to 
the fiscal benefits allowed to the new factories
22, to a lower and stable cost of 
labor and to the high competences available in Tunisia . 
 
Production in Asia 
 
In Asia production is commissioned to more autonomous local 
subcontractors which purchase directly the necessary raw materials, often from 
selected producers, whose production process is monitored by Benetton. In 
East Europe and in Tunisia the subcontractors receive the fabric (made in Italy 
or in other countries as Turkey) directly from Benetton and all accessories as 
well with a detailed manufacturing schedule. 
   In Asia are produced, as well as garments all Benetton’s accessories such 
as shoes, bags belts, umbrellas, toys, perfumes, etc. The imports from Asia 
have largely increased in the last few years and today they represent in terms of 
volume  47.1 million items equal to 32.4% of Benetton’s total production
23. 
Benetton’s network of Asian suppliers is managed by Asia Pacific, an affiliated 
trade company established in Hong Kong, which controls the logistic 
platforms of Shenzhen and Shanghai. Only a small part of the products 
manufactured in Asia is sold on the domestic market, the majority is imported 
in Italy (231 million Euros over a total of 248).  
A growing amount of Asian production is manufactured in Vietnam, 
Cambodia and Bangladesh and is governed by the recently established logistic 
platform of Bangkok. At present, the number of garments produced in these 
three countries is around two million items, with a forecasted  reach of 18 
million items by 2011. The increase of production in these countries is 
explained by a labor cost which is lower than that of China. Full package 
production makes the outsourcing organization simpler and, in the case of 
standardized products made on stock, such as a great part of the accessories, 
permits a short delivery time too
24.  
   In India production occurs according to a network model that combines 
vertical integration and subcontracting. In Gurgaon (close to New Delhi) the 
Benetton’s factory employs 300 workers and organizes the work of many local 
subcontractors that employ 5,000 workers. The subcontractors receive the raw 
materials and a precise technical schedule and they produce about 50% of the 
entire Benetton’s Indian production. Differently from China, almost all the 
production made in India (about 6 million units) is targeted to the domestic 
market
25. 
                                                 
22 In  Tunisia Benetton and  other clothing firms like The Gap, Lee Cooper and Yves Saint 
Laurent benefit duty exemptions on imports, low VAT on the imported capital goods, low 
taxes on profits (and total exemption on the reinvested profits) and other incentives 
(Tunisie 2008). 
23 It has to be considered that in 2004 Benetton imports from Asia were only 14 millions of 
Euro against 231 millions of 2007. 
24 As Benetton says: “A particular attention is given to the full package production that 
regards specific markets, such as China. The expansion of this production  has produced a 
competitive advantage  in terms of   lower  costs and  shorter lead time” (Annual Report, 
2004 : 9) 
25 It mainly produces clothing for children and apparel accessories   15
  6. New markets and production partnerships  
 
Benetton’s strategy not only aims to reduce production costs, but also to 
expand the number of mono-brand stores, mainly in new markets which offer 
better business opportunities. In the last few years, in fact, the Russian, Turkish 
and Asian markets, to which the Mexican market joined more recently, have 
sustained Benetton’s sales. The rate of growth of Benetton revenues in these 
markets has been 27% in 2008 (nine months) and 40% in 2007 while revenues 
in Europe have grown respectively at 4% and 12% (Nine Months Report, 
2008:7, Annual Report, 2007:17). In China, at the end of 2006, Benetton has 
opened more than 100 shops and two mega-stores in Shanghai and Beijing. In 
India where Benetton is present since 1990, 106 shops have been opened in 43 
towns, while in Russia the 150
th shop was inaugurated in 2007 (Annual Report 
2007:17). 
   In the last two years economic resources have been invested  to open  
new  stores managed directly by Benetton. The majority of these new shops 
has been set up in the new markets such as India, Korea and Russia, where the 
franchising system is difficult to introduce.  
In some countries Benetton uses productive and commercial partnerships 
to expand faster its presence. In China, an agreement has been signed with 
Hemply International Company which will open 150 Sisley shops in the next 
five years. In India, Benetton’s garments are distributed  thanks to a deal with 
the Trent company, which is part of the Tata Group, while in Mexico a 
commercial agreement has been made with the distribution company Sears. As 
regards the licensed productions
26, Benetton has two agreements in Turkey: 
one is concerning house products under the Sisley brand with the Zorlu 
Group, leader in this sector, the other one with the Boyner Group for the 





In the seventies Benetton’s competitive advantage was grounded on 
product innovations based on the use of bright colours, on delaying the dyeing 
process as long as possible and on the ability to manage a network of small 
subcontractors located in important industrial districts of Italy. These firms 
were linked to Benetton by an exclusive pact and by informal and long-term 
relationships based on trust. Production costs were relatively low - at that time 
Italian wages were noticeably much lower than the French and the German 
ones – and Benetton’s subcontractors benefited from long production runs 
and working at full production capacity. Benetton in fact granted a constant 
flow of orders to its suppliers that could confidently make new investments 
and update their machinery.  
The Benetton success has been inextricably linked with the development of 
the Treviso district where the largest share of Benetton production was 
traditionally localized. The innovations that were at the roots of its success 
have developed from immersion in the crafts of production, in the close 
                                                 
26 Benetton production licences regard different products: spectacles, perfumes, house 
products.    16
contacts with people who had  a daily practice with design, machinery, raw 
materials and accessories
27. At the same time the familiarity that derived from 
the direct selling experience of Luciano Benetton has contributed to build a 
retail structure that, without direct capital investment, mushroomed in few 
years and now is one of the largest retail structures in the European clothing 
market
28.  
During the last decade and under a strong competitive pressure, Benetton 
has focused more attention to the price,  moving  a large share of its 
production abroad, and to the need to change the timetable of its collections, 
introducing many new products during the selling season. There is an evident 
trade off between these two targets. While the recourse to cheap foreign 
suppliers risks to increase the delivery time and creates rigidities in production 
organization, a shorter life product cycle requires more flexibility.  
This more complex organization requires a tight and efficient integration 
between the production, logistic and retailing activities. A difficult task if, as in 
the case of Benetton, the large majority of mono-brand shops is run by 
independent retailers. To face this challenge Benetton has increased the 
number of its own shops and at the same time has recently granted to the 
independent retailers greater mark-up margins (bearing a heavy cost) in order 
to strengthen the retail network and receive from the retailers a better feedback 
(information on sell-out, support for the many seasonal proposals, etc.) 
(Annual Report, 2007:42). The retail network has so experienced a process of 
increasing hierarchical control; whereas the production organization is moving 
towards arm’s-length market relations, phenomenon confirmed by the large 
amount of full package production outsourced abroad, mainly from Asia.  
Such a radical shift of focus from production to retail activities has required 
new competencies and has changed the relationships with the economic actors 
in the different stages of the supply chain. In particular, this change has 
negatively impacted on the clothing district of Treviso where the largest share 
of Benetton production was traditionally localized. Not only the number of 
Italian Benetton’s subcontractors has reduced, substituted with foreign low 
wage suppliers, but also the relationships based on trust, that had in the past 
linked the Group to its subcontractors, are now much weaker. Many of these 
firms have diversified their client’s portfolio and now Benetton is no more 
their exclusive buyer. The  clothing district of Treviso is today specialized in 
activities such as design, quality control, logistic, marketing and in producing 
short runs with quick delivery times, having lost the large volumes of 
production that Benetton and other leading brands now get from abroad
29.  
                                                 
27 The second generation of Benetton’s managers (and the sons of the four Benetton 
founders with them) do not have the same level of familiarity with the tools and materials 
than their parents had when they started the business. 
28 See Lane 2004, for an approach to the district as an evolving structure under pressure 
from globalization. 
29 Nowadays local producers deal with high fashion and more sophisticated products, 
such as seamless garments, and relatively capital intensive manufacturing operations such 
as CAD-CAM, dyeing and printing (Gomirato 2004).   
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